Illinois Wesleyan University

Digital Commons @ IWU
John Wesley Powell Student Research
Conference

2012, 23rd Annual JWP Conference

Apr 14th, 11:00 AM - 12:00 PM

Macroeconomic Determinants of Gold Industry Stock Returns
Michael Chau
Illinois Wesleyan University

Jeungbo Shim, Faculty Advisor
Illinois Wesleyan University

Follow this and additional works at: https://digitalcommons.iwu.edu/jwprc

Chau, Michael and Shim, Faculty Advisor, Jeungbo, "Macroeconomic Determinants of Gold
Industry Stock Returns" (2012). John Wesley Powell Student Research Conference. 2.
https://digitalcommons.iwu.edu/jwprc/2012/oralpres9/2

This Event is protected by copyright and/or related rights. It has been brought to you by Digital
Commons @ IWU with permission from the rights-holder(s). You are free to use this material in any
way that is permitted by the copyright and related rights legislation that applies to your use. For
other uses you need to obtain permission from the rights-holder(s) directly, unless additional rights
are indicated by a Creative Commons license in the record and/ or on the work itself. This material
has been accepted for inclusion by faculty at Illinois Wesleyan University. For more information,
please contact digitalcommons@iwu.edu.
©Copyright is owned by the author of this document.

THE JOHN WESLEY POWELL STUDENT RESEARCH CONFERENCE – APRIL 2012

Oral Presentation O9.2

MACROECONOMIC DETERMINANTS OF GOLD INDUSTRY STOCK RETURNS

Michael Chau and Jeungbo Shim*
Business Administration Department, Illinois Wesleyan University

Over the past 12 years, the gold bullion continues to become a significant investment. Financial
advisors and analysts have recommended investors invest a small portion of their portfolio into
the precious metal commodity asset. Gold mining stocks offer investors the ability to leverage
the volatile but rising gold prices. The expected relationship between gold price and gold stock
returns is that for every 1% increase in gold prices, gold stocks can be expected to gain 2-3%.
Building on a multifactor model by Faff and Chan (1998), we examine how macroeconomic
factors such as market returns, foreign exchange rate, and interest rate affect the U.S. gold
industry stock returns over the period 1996-2011. We contribute to the literature by exploring the
significance of business cycle in explaining gold stock returns.

